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SUBJECT: PRICE INCREASES 

REF: WARSAW A-298 

1 . SUMMARY: THE POLISH STATE PRICE COMMISSION ANNOUNCED ON 
SEPTEMBER 1 THAT PRICES OF SOME AUTOMOBILES WOULD BE INCREASED 
EFFECTIVE IMMEDIATELY. INTRODUCTION OF THE HIGHER PRICES COMES 
ON THE HEELS OF A PRESS CAMPAIGN TO DETER SPECULATION AND 
PROFITEERING IN CAR SALES. END SUMMARY. 

2. THE POLISH PRICE COMMISSION ANNOUNCED ON SEPTEMBER 1 
THAT THE PRICE OF THE DOMESTICALLY DESIGNED AND PRODUCED 
"SYRENA" 105 WAS TO BE INCREASED FROM 74,000 ZLOTYS TO 
94,000 ZLOTYS EFFECTIVE IMMEDIATELY. THE PRICE OF THE POLSKI 
FIAT 125P WAS NOT CHANGED, BUT A NEW PRICE OF 87,000 ZLOTYS 

(AN INCREASE OF 26 PERCENT) WAS ANNOUNCED FOR THE SMALLER AND 
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MAY 15, 1975, TO PURHCASE THE 126P THROUGH PREPAYMENT AT 
THE PKO BANK, THE OLD PRICE OF 69,000 ZLOTYS WILL BE CONTINUED 
DESPITE THE FACT THAT "PRODUCTION COSTS AND THE COSTS OF 
IMPORTED CO-PRODUCTION COMPONENTS HAVE INCREASED." 

3. COMMENT: THE MAINTENANCE OF THE OLD PRICE FOR PREPAY 
MENTS ARRANGED BEFORE THE MAY 15, 1975, DEADLINE FOLLOWS 
OTHER BANKING MEASURES ANNOUNCED ON AUGUST 6 WHICH WERE 
DESIGNED TO LENGTHEN THE TERM STRUCTURE OF SAVING AND TO 
IMMOBILIZE PART OF THE ZLOTY "OVERHANG" WHICH IS FUELING 
INFLATIONARY PREASSURES IN THE ECONOMY. (FULL DETAILS WERE 
REPORTED IN WARSAW A-298.) IN RAISING THE ZLOTY PRICES OF 
THE SYRENA AND THE FIAT 126P TO THEIR NEW LEVELS, THE 
REGIME HOPES TO UNDERCUT THE RAMPANT SPECULATION IN CAR 
RESALES AND BRING THE BLACK-MARKET EXCHANGE RATE BETWEEN 
THE TWO FIAT MODELS INTO CLOSER PARITY. DOLLAR RICES FOR THE 
125P AND THE 126P STAND AT 1,950 DOLLARS AND 1,150 DOLLARS 
RESPECTIVELY (THE SYRENA IS NOT SOLD FOR DOLLARS). THE 
IMPLIED EXCHANGE RATE FOR THE MORE POPULAR 126P WAS ONLY 60 
ZLOTYS PER DOLLAR AT THE OLD PRICE, WHILE THE PRICE OF THE 
LESS POPULAR 125P YIELDS AN IMPLICIT EXCHANGE RATE OF 
APPROXIMATELY 100 ZLOTYS PER DOLLAR. BECAUSE OF THE LONGER 
QUEUING TIME FOR ZLOTY PURCHASERS OF THE 126P (THREE-TO-FIVE 
YEARS VS. ONE YEAR-TO-18 MONTHS FOR THE 125P) AND THE 
RELATIVELY LOW PRICE VIS-A-VIS THE 125P, SPECULATORS WERE 
ABLE TO COMMAND A PRICE OF UPWARDS OF 100,000 ZLOTYS FOR 
THE 126P. BY RAISING THE ZLOTY PRICE TO ITS NEW LEVEL, 

THE REGIME SHOULD BE ABLE TO CAPTURE A PORTION OF THIS 
SPECULATIVE PROFIT. THIS ACTION FOLLOWS A RECENT PRESS 
CAMPAIGN WHICH STRONGLY ATTACKED SPECULATORS AND THEIR 
QUASI-LEGAL PRIVATE AUTO AUCTIONS. TO FURTHER THWART 
SPECULATION, THE SUPREME COURT OF WARSAW VOIVODSHIP 
RECENTLY HANDED DOWN THE DECISION THAT SELLING A CAR FOR 
SPECULATIVE PROFIT WAS A CRIME, INDEPENDENT OF THE PAYMENT 
OF TAXES TO FISCAL AUTHORITIES. END COMMENT. 
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